
TO: 
FROM: 
DATE: 

Jack Lew 
Jennifer Klein 
5/11/94 

Benefit savings Options for Energy and Commerce 

• $1,500/3,000 to $2,500/3,000 and $250 per hospital 
admission and $10 prescription drug copayment in lower 
cost sharing = 5% reduction in premium. 

Additional Benefit Savings Options 

• Prescription drug changes 

• .2 to .4 in higher cost sharing and $10 to $13 in 
lower cost sharing = 1% reduction in premium. 

• .2 to .4 in higher cost sharing and leave $10 in 
lower cost sharing = • 5% reduction in premium . 

• .2 to .6 in higher cost sharing and $10 to $16 in 
lower cost sharing = 2% reduction. Raising 
coinsurance to .5 in higher cost sharing is not 
sufficient. 

NOTE: These reductions may be added to the 5% 
reduction being considered by Energy and Commerce. 

BUT: We are continuing to look at the impact of these 
changes on cost sharing subsidies. 

Changing HMO cost sharing to coinsurance has no useful 
effect. A $5 copayment is roughly equivalent to 20% 
coinsurance and a $10 copayment is roughly equivalent 
to 40% coinsurance. 

• Dental changes 

Eliminate dental for children and cover Medicaid­
eligible children or children under 150% of poverty in 
Medicaid wrap-around program = 2% reduction. 

NOTE: These reductions may be added to the 5% 
reduction being considered by Energy and Commerce. 

BUT: This will increase federal costs as more people 
are shifted into the wrap-around program. 

• Lower cost sharing changes 
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A $250 per admission deductible is comparable to a $60 
per day copayment without a limit on the number of days 
it will be paid or a $75 per day copayment with a limit 
of 10 days (i.e., if hospital stay is longer than 10 
days patient stops paying per day copayment). 
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Benefit Change Options for Premiun Reductions 

l. 5% reduction 

a. Raise coinsurance fran . 2 to . 25 
b. Raise cost-sharing naxinun fran Sl,500 per person to $2,500 
c. Raise deductible fran $200 per perscn to $325. 

2. 10% reducticn 

a. Raise coinsurance rraxim.m to $2 ,000, raise deductible to 
$325, and cut mental health benefit to Blue Cross Standard Option 
level. 

b. Raise coinsurance naxinun to $2,000, raise deductible to 
$325, and eliminate special preventive services package. 

c. Eliminate prescripti<Xl druq coverage. 
d. Eliminate m;ntal health covera~. 

3. 20% reduction 

a. Raise coinsurance m:uti.rrun to $2,000, raise deductible to 
$300, eliminate mental health coverage, and eliminate 
special preventive services package. 

b. Raise coinsurance naxim.ml to $2,000, raise deductible to 
$325, eliminate prescription drug coverage, and eliminate 
special preventive services package. 

4. 30% reduction 

a. Raise coinsurance rraxinun to $2,000, raise coinsurance rate 
to .25, eliminate mental health coverage, eliminate prescription 
druq coverage, and eliminate special preventive services package. 

b. Raise coinsurance tmx.imum to $2,000, raise coinsurance rate 
to .25, raise deductible to $325, eliminate nental health coverage, 
and eliminate prescription drug coverage. 

Post-It"' brand fax transmittal memo 76n I~ ot pages " 

To 
'St,,,,;-{#,. Kie; .. 

From 
:):;,.,.. f1Qv1 

Co. Co. 

Dept. Phone~ 7r13 · t V1 - 7"'1t10 

FaxO' Fax II 
:i!Ol • '1.S(, · UU 

Page: 



PRELIMINARY DRAFf 
May 16, 1994 (10:51am) 

GENERAL DESCRIPTION Benefit Package: 
· To reduce the costs of the mandate to employers in the first few years, two benefit 

packages, a basic package and a standard package, would be defined. The basic package 
would be (20%] less than the standard package. Employer payment requirements would 
be based on the basic package. 

· Over a S-year period, if federal saving are achieved, the value of the basic package 
would be phased-up to the value of the standard package. 

~ Savings would be assessed annually before benefits are expanded. 

Firms with more than 20 employees: 
· Employers would be required to pay 80% of the average premium for the basic 

benefit package. 

· Employers payments would be capped at a specified percentage of each worker's 
wage. Smaller firms would receive more generous subsidies. 

· All firms would be eligible for subsidies. 

Firms with 20 or fewer employees ("exempt employers"): 
· Exempt employers would not be required to provide coverage. 

·Exempt employers with fewer than 10 workers pay 1% of payroll. 

· Exempt employers with 11 to 20 workers pay 2% of payroll. 

· Employers with 20 or fewer employees that choose to cover their workers pay 80% of 
the average premium for the basic package and are eligible for subsidies. 

· The exemption would be eliminated if 90% of currently uninsured workers are not 
insured by 1998 and 95% insured by 2000. 

Tax treatment: 
- Tax treatment of employer contributions is the same as in the HSA 

Maintenance or Effort: 
OPTION, require employers that currently contribute more than the cost of the basic 

package to maintain effort (modelling should assume MOE). 



GENERAL DESCRIPTION 
(Continued). 

Families: 
· Families working for nonexempt employers pay the difference between the 80% of the 

average premium for the basic package and the premium of the plan they choose. 

· Families working for exempt employers pay the entire premium. 

· Families choosing the standard package are responsible for the full difference between 
the two packages. 

· Low-income families are capped at a percentage of income for the family share for 
the basic package. 

· Families working for exempt employers are capped at percentage of income for the 
entire premium for the basic package. 

· Special subsidies toward cost-sharing are provided for low-income families during 
the phase-in period. 

Cost Containment: 
· Reverse trigger approach. 

Subsidies: 
· Federal subsidy costs are capped as in HSA 

Community Rating: 
· The threshold for community rating is reduced to firms with 1000 or fewer employees. 

· Firms above the threshold would pay a payroll surcharge of 1 %. 



DETAILED SPECIFICATIONS 

• Structure 

. Benefit package; phase-in 

· Each health plan would offer two benefit packages, a basic package and a standard 
package. 

· Employers would be required to pay 80% of the average premium for the basic 
benefit package. Employers could pay more (toward the standard package or for 
supplemental benefits). 

· Families would be required to have at least the basic package. 

· All families, including families working for exempt employers, could choose either 
package. Families would pay the difference between the basic and standard package 
(without subsidies, although employers may contribute). 

Two benefit packages, a standard package and a basic package. Basic package phases-up 
to standard package over five years. 

Standard package: 
· HSA benefit package (with 5% reduction). 

~ FFS and HMO packages as in HSA, with 5% reduction as in Energy and 

Commerce Staff Draft. 

Basic package (still under development): 
· (20%) 1 lower value than standard package. 

~ FFS package with higher (e.g., SI.500 - $2000) hospital deducible and 
higher (e.g., 25%) coinsurance; reduce value of other benefits through higher 
cost sharing or limits. Preserve preventive care (either with minor copayments 
or put in the wrap package for children). 
~ HMO package would closely resemble FFS package, with copayments rather 
than coinsurance. 

· Federal deficit reduction targets would be incorporated into law. Annual reviews 
would be conducted to determine if targets met. Benefit expansion would occur only if 
deficit reduction target is met. 

lssues: 

~ Deficit reduction target would be $50-100 B over ten years (assume lower 
targets in early years). 

· With two different levels of benefits, adverse selection against the standard benefit 
package is a danger. Risk adjustment across the packages could increase the cost of the 
basic package (Jim is working on this). 

1 
Three scenarios should be tested. with the value of the basic package 10%, I 5% and 20% less than the standard package. 



. Employer Payments Firms wilh more than ~ employees: 

· Employers generally would be required to pay 80% of the average per worker 
premium for the basic benefit package. 

• Employer payment for each worker would be capped at the lower of 80% of 
the average per worker premium or a specified percentage of the worker's 
wages (Scenario A schedule). 
• Large firms (over 1000 threshold) would be eligible for subsidies based on 
the average per worker premium for community- rated employers in the area. 

· Exempt employers would not be required to provide coverage. 
• Exempt employers wilh fewer than 10 workers pay 1 % of payroll. 
• Exempl employers wilh 11 lo 20 workers pay 2% of payroll. 

· Employers with 20 or fewer employees that choose to cover their workers are treated 
as above. 

· The exemption would be eliminated if specified percentages of the population arc not 
covered by specified dates: 

• 90% of currently uninsured working families must be insured by 1998; 
• 95% of currently uninsured working families must be insured by 2000. 

Self-employed ~ 
· OPTION 1. Self-employed people wilh employees are treated as employees of 

themselves and are eligible for exemption. Self-employed people without employees pay 
as under the HSA (e.g., self-employed wilh working spouses make payments thal are 
applied lo reduce federal subsidies). 

· OPTION 2. All self-employed people are eligible for exemption. 



. Employer Payments 
(Continued) 

. Family Payments 

Per worker premiums: 

The per worker premium calculation would be based on the employer contributions for 
the basic package; employer contributions above the amount required (including any 
payment toward the difference between the basic package and the standard package) 
would be considered to offset family payment responsibility. 

Finns with fewer than 20 employee that choose to provide coverage are counted in per 
worker premium calculation. 

Families working for nonexempt firms (including exempt firms that choose !Q provide 
coverage): 
· Families pay 20% of the average premium for the basic package. 

· Low-income families are capped at a percentage of income for the family share for 
the basic package. (Scenario A subsidies). 

Families working for exempt employers: 
· Families working for exempt employers pay the entire premium (a per worker 

employer share and a family share) for the basic package. 

· Families working for exempt employers are capped at a percentage of income for the 
entire premium. 

~ The cap ranges from 4-6% (Kennedy schedule for exempt workers). 

Nonworking families: 
· Nonworkers pay toward the employer share as under Scenario A. 

Families choosing standard package: 
· Families choosing the standard package are responsible for the full difference between 

the basic and standard packages. 

· No subsidies apply to the difference. 

Special rules for dual earners: 
· Families with a worker in an exempt firm and a worker in a nonexempt firm are 

treated as a family working for a nonexempt firm. 



.Subsidies Federal costs for subsidies are capped as under the HSA. 

Employers: 
·Employer payments for an employee for the basic plan are capped at 2.8% to 12% of 

the employee's wages. (The Scenario A subsidy schedule applies.) 

· Caps apply to all employers. For experience rated employer, payments are subsidized 
only up to the level of required employer contributions for the basic plan in the 
appropriate community rating area. 

Families: 
· Family payments for the family share of the basic plan are capped at 3.9% of income. 

(The Scenario A subsidy schedule applies.) 

· Families working for exempt employers are capped at 4-6% of income for the entire 
premium obligation (Kennedy schedule for exempt workers). 

· Payments for nonworking families for the employer share are based on nonwage 
income and are capped as under the Scenario A approach. 

· Special subsidies for cost-sharing are provided for low-income families during the 
benefit phase-in period. 

• Low income families enroll in HMOs (if available). For those under 
poverty, the difference between the standard HMO cost-sharing and the basic 
HMO cost-sharing is fully subsidized. For those with incomes below 150% 
(200%?) of poverrty a portion of the difference would be subsidized (on a 
sliding scale basis). 

• If no HMO is available, low-income families would be subsidized to the 
same extent in a non-HMO plan. 

Self-employed: 

· OPTION 1. Self-employed people without employees pay as under Scenario A (e.g., 
self-employed without employees capped at small employer schedule). 

· OPTION 2. All self-employed people are treated as exempt workers unless they 
employ more than 20 workers in their firm. 



. Community rating threshold Firms with 1000 or fewer employees are part of community rated pools . 
·Large firms cannot eled to be community rated. 

· Taft-Hartley trusts and rural electric and telephone oooperatives can elect to be 
experience rated. 

· State and local governments are community-rated employers. 

· All experience rated employers (including state and local governments) pay a I% of 
payroll surcharge. 

. Cost containment · Constrain initial premiums (as under HSA) and growth rates as follows: 
•OPTION I. HSA growth rates. 
•OPTION 2. Managed competition growth rates through 1998, HSA growth 
rates thereafter. 
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CCSOl Thursday, May 26, 1994 5:17 pn 

To Jennifer Klein 

Fran Jim Mays 

SUbject More cost-sharing Variations - (Fee-for-service only) 

COpy Ken Thorpe 

Follcwing up an your request for options to cut 10\, 15\, and 20\ 
off the ''HSA-5\" level, here are cost-sharing changes which should 
generate approxinatel::r these additional savinQ:s. 

Add:i.ticnal 10\ cut: 

deductible = $500/$1,000 
coinsurance = 25\ 
cost-sharing naxim.m = $2,500/$3,000 

Ad:diticnal lS\ cut: 

deductible = $700/$1,400 
coinsurance = 25\ 
cost-sharing naxinun :: $3,000/$3,000 

Additional 20\ cut: 

deductible = $1000/$2,000 
coinsurance = 25\ 
cost-sharing nax:iitun = $3,000/$3,000 

ccsol 
/a /s 
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NOTE TO: Len Nichols, Jennifer Klein, Chris Jennings 
5/25/94 

From: Ken Thorpe 

Subject: Options For 15% Reductions in FFS Off of a HSA Base 

Attached is a copy of a table sho~ing option packages for 
achieving a 15% reduction in fee-for-service. The base' used for the reductions was HSA. 

--·------------------:-:::-::-:;:---
OPTIONAL FOi',., 99 (7-90) 

FAX TRANSMITTAL ,olpages ... 
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5/25/94 

Option I 

'6'202 401 7321 HHS ASPE/HP 

TABLE 1 
OPTION PACKAGES FOR 15% REDUCTIONS (HSA BASE) 

FOR FEE-FOR-SERVICE* 

Raise Cost Sharing .20 to .25 
Raise Out of Pocket $1500 to $2500 
Raise deductible to $400 
Add a $250 per hospital admission deductible 

Option II 

Raise Cost Sharing .20 to .25 
Raise Out of Pocket $1500 to $3000 
Cut Mental Health benefit to Blue Cross Standard 
Change Prescription Drug cost sharing (.2 to .6 in higher) 

Option III 

Raise Out of Pocket $1500 to $2500 
Eliminate Prescription Drug or Mental Health 

Option IV 

Raise Out of Pocket $1500 to $2,000 
Raise deductible to $250 
Eliminate preventive services package 
Cut mental health benefit to Blue Cross Standard 

~ 0021002 

*To get full 15% will need comparable reductions in HMO benefits. 
HMO package options under development to be provided. 
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Table 1 
Alternative Cost Sharing to Reduce Premiums for "Low" Cost Sharing Plans 

(All eopayments assumed to be Indexed from 1994 to applicable year by increase in premium rates) 

!!!!11. H.R. 3600 Save 10% SJNe 15% Save 20% Save 25% 

Admiasioru; to hospital& or specialized facilities 0 250 250 250 500 

Copayment per day of hospital confinement 0 0 25 50 100 
Copyament per day In SNF or hospice 0 0 12.5 25 50 

Emergency room use {1) &I. 7' I/ ~ll\J r 100 1ZS 125 150 

Inpatient surgery (2) 
lWl fr' ( '1 icl 

Primary surgeon 10 100 250 500 500 
Assistant surgeon (3) 0 50 100 250 250 

Delivery {2) 

Normal 10 100 2!!0 soo 500 
Caesarian 10 100 500 1000 1000 
Non-delivery 10 25 100 250 250 

Outpatient surgery {4) 

OP dept zo 100 1-50 250 250 
Surgi-Center 20 50 75 150 150 

Office 10 15 25 35 so 

Outpatient hospital Hr.lice& 10 15 25 35 50 

Preventive care 
Physi~al exams 0 0 25 50 100 
Other 0 0 0 0 10 

Physii;ian and dental visits (5) 

Acute primary care 10 10 15 20 20 
Inpatient visits (8) 0 15 20 25 35 

Other specialty referral& 10 20 25 35 50 

ADM residential or outpatient 25 35 50 50 50 

Routine vision exams 10 20 25 35 50 

Other pracititioners 10 20 25 3$ so 

Home health care 10 15 410 25 35 

Ambulance 0 25 50 75 100 

DME, pra&thetics, orthotic&, contracepti"e device5 0 20 50 so 50 

Preacription& 5 10 15 IS 20 

(1) Includes physician char~~ 

(2) In addition to hospital deduc1ible 

(3) When covered 

(4) Includes faeiliry charge 

(5) OllHlr rhan prevention, ADM, and vision 
(6) Includes profettsiona/ charges for inpariem radiology, parnology, anesrncsiology. etc. 

P.02 
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To: 
From: 
Re: 
Date: 

'5'202 401 7321 HHS ASPEIHP 

Jennifer Klein, Len Nichols, Jack Lew 
Ken Thorpe 
Gephardt Benefit Package Change 
May 18, 1994 

~ 0011001 

Assuming we increase the FFS overall deductible to $250 I $500, and get a 1.2% 
reduction, we face the following HMO options for a similar benefit reduction (again assuming we 
are starting at CBO - 5% already). 

1. Increase emergency room co-pay from $10 to $100 if participant is not admitted. 

2. Same as 1, but increase to $50 and include $100 surgical inpatient co-pay (on top of $250 
per admission). 

3. Increase all $10 copayments for professional services to $12.50. 

4. Increase drug copayment from $10 to $13. 

5. Increase hospital per admission deductible from $250 to $400. 

6. Increase emergency room co-pay to $50 and increase hospital per admission deductible 
from $250 to $325. 
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To: 
From: 
Re: 
Date: 

'6'202 401 7J21 

Jennifer Klein, Len Nichols 
Ken Thorpe 

HHS ASPEIHP 

Gephardt Bene.fit Package Change 
May 17, 1994 

~ 0011001 

Assuming we increase the FFS overall deductible to $250 I $500, and get a 1.2% 
reduction, we face the following HMO option for a similar benefit reduction (again assuming we 
are starting at CBO - 5% already). 

$1-5 VfY1(J1 1. 

2. 

3. Increase all $10 copayrnents for professional services to $12.50. 

Increase drug copayment from $10 to $13. 

8J.i;c ·'I 300 
s. Increase hospital per admission deductible from $250 to $400. 

! '0 
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To Ken Thorpe 

Fran 

SUbject 

Jim Mays 

Deductible Changes 

Based an what you all said CRS was doing an cost-sharing naxinun 
changes, our estimates of the likely scoring of deductible changes 
fran $200 single (double for family) are: 

deductible 

$250 { R' j ~<) 
300 
325 

~,,,,,;le.... -·· 

ff J.r.,., .. 

(!).,., !-I r7 0 ./ 

c:d.:>;A: -I 

I"'/ ~ ,·1 

rtlfv17 

"' ./ 

·I 

chanqe fron HSA premi un 
(with cost-shari~~maxim.rn already 
raised. to $2500~) 

-l.2\ ) 
-2.1\ 
-2.5% 

(/'V'' .:.~/,.,,,,, {//';~ ~-If'~, ,hjl +... 
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/a /s 
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What if do dental for all under 150\ of poverty? 

What about cost shifts to government? Impact on cost sharing 
subsidies? 

3 
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Cost Sharing Waivers for those Less than 200% of Poverty 

5-Ycar Cost 10-Ycar Cost 
(1996-2000) (1996-2004) 

Less than 100% Poverty: 20% HMO Cost Sharing 40.0 b 95.7 b 
100-150% of Poverty: 40% HMO Cost Sbarin~ 
lS0-200% of Poverty: 100% HMO Cost Sharing 

Less than 100% Po\•crty: 20% HMO Cost Sharing 24.4 b 58.3 b 

Less than 100% Poverty: 40% HMO Cost Sha.ring 18.3 b 43.7 b 

Less than 100% Poverty: 50% HMO Co~t Sharing 19.8 b 47.3 b 
100-150% of Poverty: 75% HMO Cost Sharing 

These costs represent the change from the Health Security Act base that includes out-of-pocket 
subsidies. 

-f A IJ11-rW...4 J.J.u +...-.) f o ,·,, t 1 l HJ A 

$1 o d.r115 c. u - ~ / , 

May 10, 1994 

@0021002 
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To: 
From: 
Re: 
Date: 

'6'202 401 7321 

Jennifer Klein, Len Nichols 
Ken Thorpe 

HHS ASPEIHP 

Gephardt Benefit Package Change 
May 17, 1994 

~0011001 

Assuming we increase the FFS overall deductible to $250 I $500, and get a 1.2% 
reduction, we face the following HM:O option for a similar benefit reduction (again assuming we 
are starting at CBO - 5% already). 

1. Increase emergency room co·pay from $10 to $100 if participant is not admitted. 

2. Same as 1, but increase to $50 and include $100 surgical inpatient co-pay (on top of $250 
per admission). 

3. Increase all $10 copayments for professional services to $12.50. 

4. Increase drug copayment from $10 to $13. 

5. Increase hospital per admission deductible from $250 to $400. 



Modelling specs for MBB2 

Benefit package/premiums 5% below CBO's HSA, plus adverse 
selection "tax" of: 

1996-98 8% 
1999 (year 4) 6% 
2000 (year 5) 5% 
2001 (year 6) 0% 

Premium caps same as HSA, in principle, but will be 
impossible to get same effectiveness 

' 
without universal coverage, since more $ 
will be outside premiums for a while. 
Will supply percents and growth rates 
through time separately. 

Before universal coverage (year 5), age maximum ratio 2:1. Use AHCPR breaks 
rating devised for L&HR/Finance. 

6 month pre-existing condition waiting reduces adverse selection, but 
period if previously uninsured, until insignificantly (ignore). 
universal coverage 

Uncompensated care pool for interim Financed through community rate, 
period should have no net effect on premium vs. 

CBO's HSA if premium caps in place 
and net average provider prices can be 
assumed to adjust appropriately each 
year as well, EXCEPT for utilization 
increase due to claims-based 
reimbursement for high risk cases. 
Need to add x % to premium for this. 

General Individual Mandate after 5 years Bulk of uninsured will get coverage in 
(nonworkers, part-timers, self-employed) year 6. 

:Medicaid cash capitated as in HSA from year 1 in all 
states 

Medicaid non-cash capitated until individual mandate,· 
covered from year 1 in all states 



Firms with 100+ 

Firms with 25-99 

Firms with 1-24 

Firm subsidy schedule for firms that do 
offer: 

Payroll assessments: 

employer mandate triggered if 85% of 
families in these firms who are currently 
uninsured are not covered after three 
years, individual mandate for these 
families triggered at the same time. In 
interim, all who purchase coverage get 
regular subsidies. Assume that if a firm 
covers, it pays at least 80%-type 
obligation (moe assumptions apply). 

employer mandate triggered if 80% of 
families in these firms who are currently 
uninsured are not covered after four 
years, individual mandate for these 
families triggered at the same time. In 
interim, all who purchase coverage get 
regular subsidies. Assume that if a firm 
covers, it pays at least 80%-type 
obligation (moe assumptions apply). 

employer mandate triggered if 75% of 
families in these firms who are currently 
uninsured are not covered after five 
years, individual mandate for these 
families triggered at the same time. In 
interim, all who purchase coverage get 
regular subsidies. Assume that if a firm 
covers, it pays at least 80%-type 
obligation (moe assumptions apply). 

2.8-12% individual wage caps, depending 
on firm size and average wage of firm; 

firms with ~ 10 that don't offer pay 1 % 
of payroll; 

firms with ~ 11 that don't offer pay 2% 
of payroll. 

firms with ~ 1000 pay ??? (hard to levy 
with no mandate) 

2 



Household subsidies: HSA on 20 % share; 

HSA schedule for non-full time workers 
for 80% share, counting wage and self­
employed income; 

MAYBE: overlay 4-6% income 
protection for workers in exempt firms; 

3 
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I. Financial highlights 

a Premium higher during interim transition to universal coverage, because: 

Medicaid larger percentage of community rating pool 

adverse selection until mandates complete 

a Number of premium subsidy recipients is smaller during interim transition 
to universal coverage, until mandates complete universal coverage. 

a Medicaid savings phased-in quicker, but given higher premiums, may 
require higher payments per capita than in HSA. 

a Number of uninsured determined by: 

II. Risks 

a Medicaid "in" before universal coverage may increase pressure for self­
.insurance to avoid higher community rate. 

a May be impossible to sustain 1000+ assessment until year 4. Most 
financing packages need this money. 

a Uninsured problems could increase during interim. 



COMPARISON OF HEALTH SECURITY ACT AND SENATE LABOR AND HUMAN RESOURCES 
COVERAGE AND COMPREHENSIVE BENEFITS 

SERVICE I BENEFIT KENNEDY 

Coverage includes additional provision to specify that 
children in State supervised care (defined) 
are considered a family of one and enrolled 
by the State in a FFS plan unless the State 
has "estabished a special health service 
delivery system" for children in state 
supervised care. 

COST SHARING 

- lifetime limit - none 
- oop maximum - $2,500/$3,000 
- services contributing to OOP - all contribute 

- deductible - $250 I inpatient hospitalization (lower) 
- $200/$400 (higher) 

- drug deductible - same 
- non preventive dental - same 

- co insurance - $10 copay on physicians and drugs 
(lower); 20% (higher) 

- Point of Service coinsurance - specifies that out of network clinical 
preventive services will have cost-sharing 
imposed 

HSA 

- none 
- $1,500 I $3,000 
- not all Ml/SA services (INR) 
contribute 

- none (lower) 
- $200/$400 (higher) 
- $250 (higher) 
- $ 50 (higher) 

- $10 copay on physicians & $5 
on drugs (lower); 20% (higher) 
- silent - clinical preventive 
services would have no cost 
sharing regardless of site 

COMMENT 

provides incentive for 
organizing 
coordinated systems 
for kids in foster care, 
etc ... 

preserves ability of 
managed care plans 
to keep patients in-
network for preventive 
services 

5/16/94 
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SERVICES KENNEDY 

REDUCTIONS IN COST - 20% of normal copay for families on AFDC, 
SHARING FOR LOW INCOME SSI enrolled in lower cost sharing plans 

expanded to all families below 100% poverty 
& to families between 100-150% of poverty 
(who are not on AFDC/SS!) who are in 
community rated health plans. 
- 40% of normal copay for families between 
150-200% of poverty who are in community 
rated plans, regardless of whether is lower 
cost sharing plan 
- same reductions for families under 150% in 
areas with no lower cost sharing plan. 

HOSPITAL SERVICES same as HSA 

HEAL TH PROFESSIONALS - same as HSA, except for additional 
provisions under Ml/SA section which 
specifies that the restrictions in 1861 ( e) of 
the SSA - requiring physician admittance to 
hospital - do not apply when individuals are 
under the care of a mental health or 
substance abuse professional in a State in 
which such care is permitted by law. 

- same override language 

HSA 

- 20% of normal copay for 
AFDC and SSI 
- reductions down to level of 
lower cost sharing plan for 
families at less than 150% who 
live in areas with no lower cost 
sharing plans available. 

unlimited days 
cost sharing depending on plan 

Services that are lawfully 
provided by a physician.or 
those services provided by 
another person who is lawfully 
authorized to provide those 
services. 

- override of restrictive state 
practice laws 

I COMMENT 

- this particular feature 
may be a drafting 
glitch as should be for 
those in lower els 
plans 

eliminates possible 
restrictions from 
Medicare that we also 
do not want 

5/16/94 
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SERVICES KENNEDY 

HEAL TH FACILITIES - same as HSA 

DURABLE MEDICAL - clarifies language and expands coverage of 
EQUIPMENT prosthetics that are surgically inserted, 

attached to the body, or external devices. 
clarifies that repair and maintenance is 
covered for all types of DME. 

OUTPATIENT LABORATORY, - itemizes that genetic testing and 
RADIOLOGY, DIAGNOSTIC counseling is covered. 
SERVICES 

PRESCRIPTION DRUGS - includes accessories and supplies that "are 
used directly with drugs and biologicals to 
achieve the therapeutic benefit" 
- includes medical foods prescribed by a 
physician that meet FDA requirements for 
inborn errors of metabolism 

HSA 

Defines qualifying hospital, but 
otherwise relies on state 
licensure of facility providers. 

DME, prosthetics, braces, 
artificial limbs, eyes, fitting and 
training. 

COMMENT 

still has DME 
restriction in Medicare: 
ie only in home use. 

This covers syringes 

5/16/94 
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CLINICAL PREVENTIVE 
SERVICES 

- clinician visits same as HSA 

- cost sharing none 

- well child services 0-20: total of 26 visits 
additional tests: 
1 HCT, 1 metabolic screen, 2 UAs, and 1 TB 
screen for 0-3 years; 
1 TB screen for 3-5 years; 
1 HCT and 1 UA for 6-12 years; 
1 HCT, 1TB, and 1 UA for 13-19 years; 
additiQnal imm1.mi;?;atiQns: 
1 MMR for 3-5 years; 

- adult preventive services same as HSA except for: 

- mammograms every 2 years for women 
40-49 years "in consultation with their 
physician", every year for women 50-64, and 
every 2 years for 65+; 

- paps and pelvics annual til 3 negatives 
then every 3 yrs; annual for women at risk of 
STD's; 
- annual chlamydia and gonorrhea screening 
for women at risk from 13 to 65. 

specifically defined as to 
content 

- none 

0-20: total of 17 visits 
~ 
1 HCT and 2 blood leads for 0-
3 years; 
1 UA for 3-5 years; 
pap and pelvics for 13-19 
years; 

- visits every 3 yrs for 20 - 39; 
every 2 yrs for 40 - 64, every 
year for 65+ 
- pneumococcal, influenza 
vaccine 

- mammograms every 2 yrs for 
women 50+ 

- paps and pelvics annual til 3 
negatives; every 3 yrs for 20-
39, every 2 yrs for 40+ 
- annual chlamydia and 
gonorrhea screening for 
women at risk 13 to 50. 

This ai: aars to be 
the Bright 
Futures/MP 
schedule, however in 
that, many of these 
tests are only for 
identified RISK 
groups. 

wording on 
pap/pelvics is different 
but functionally same 
- not more as touted 
in sumr 1ry & press, 
except for older 
women. 
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SERVICES KENNEDY 

PRENATAL CARE no cost sharing 

FAMILY PLANNING no cost sharing; defined to include 
contraceptive drugs and devices approved 
by FDA 

CHANGES IN CLINICAL NHS must identify high risk groups within 1 
PREVENTIVE SERVICES year of enactment 

PREGNANCY RELATED all covered 
SERV~ES 

HOSPICE - same as HSA 

HOME HEALTH - same as HSA except that is after "illness, 
injury, di2order, or other health condition." 

HSA 

no cost sharing 

cost sharing applies; only 
prescribed contraceptive drugs 
and devices 

NHB, in consultation with 
experts in clinical preventive 
services, specifies additional 
items for high risk populations, 
modifies existing package but 
may not change cost sharing 

all covered 

- unlimited for terminally ill; 
same covered services as 
Medicare. 

- As an alternative to inpatient 
care after illness or injury. 
- Reevaluation after 60 days by 
the home health provider. 
- Deductible and cost-sharing 
apply in high cost plan, full 
coverage in low cost plan. 
(Note HSA would amend 
Medicare to require 10% 
coinsurance except those 
received within first 30 days of 
inpatient hospital discharge.) 

COMMENT 

there appears to be a 
drafting glitch in this 
section 
sharing 

~: cost 

5/16/94 
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SERVICE KENNEDY 

EXTENDED CARE FACILITY - essentially same as HSA except: 
- after illness, injury, disorder or health 
condition; 
- 100 day limit may be waived if prescribing 
health care professional (not provider) 
deems that it is "cost effective" alternative to 
necessary hospital services. 

OUTPATIENT - expanded to include respiratory therapy 
REHABILITATION SERVICES and audiology services; 

- after an illness, injury, disorder or health 
condition; 
- establishes a prevention & maintenance 
program which continues as long as 
improving or minimizing limitation. 

HSA 

- Same services as Medicare. 
- Alternative to hospital care 
after illness or injury, 100 day 
annual limit. 

PT, OT, ST for 60 days after 
illness or injury with 
reevaluation for improvement 

II 
COMMENT 

The expansion of this 
benefit comes at little 
or no cost due to 
prevention 
/maintenance program 

5/16/94 
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SERVICE KENNEDY 

Ml I SA SERVICES 

coverage - expanded to include individuals with 
"multiple mental disorders or mental 
retardation and mental illness" 
- expanded to include for children under 5 
years "at risk of a mental disorder" 

definitions - case management not limited to individuals 
receiving outpatient therapy and discretion of 
health plan health professional removed 
- clarification of non-physician health 
professionals admitting (see above under 
health professionals} 
- medications management definition 
includes definition of visit as one week 

INPATIENT 
- defined to not include residential services 
and has a 30 day annual limit, of which 15 
days "may not be reduced in substitution for 
other covered services". $250 deductible per 
hospital inpatient admission 

- residential services for Ml and SA are 
available on a 4 for 1 trade for inpatient days 
until 15 are left. The Secretary may 
increase the reduction period if "actuarilly 
equivalent". The limit does not apply to SA 
treatment in certain settings, some listed, 
others to be determined by the Secretary. 

HSA 

- case management only for 
outpatient treatment 

- medical management not 
defined 

!~PATIENT 
- for both inpatient & 
residential, a 30 day annual 
limit with 30 additional days 
available under certain 
circumstances. One day 
deductible. 

COMMENT 

not sure of impact of 
this provision 

very broad eligibility 
for early childhood 

- does not define 
group therapy 
anywhere so not clear 
if covered 

clarifies coverage of 
methadone 
maintenance 
programs 

5/16/94 
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SERVICE 

Ml/SA (cont.) 

KENNEDY 

INTENSIVE NON RESIDENTIAL 
- similar settings, etc but no day/visit 
limitations or trade for inpatient structure; 
also removes plan discretion section for this 
service 

OUTPATIENT 
- no limits and co-pay/insurance levels same 
as other services, even for psychotherapy 

HSA 

INR 
- Intensive non-residential 
treatment services (including 
partial hospitalization, day 
treatment, psychiatric 
rehabilitation, home-based 
services, and behavioral aide 
services) for first 60 days as 
trade against 30 day inpatient. 
60 additional days under 
certain circumstances. 1 day 
deductible and 20% cost­
sharing first 60, 50% on 
second 60 in high cost sharing. 
Full coverage first 60, and 
$25/day second 60 in low cost 
sharing. 

OUTPATIENT 
- No outpatient visit limitation. 
- Effective coinsurance rate of 
50% on treatment 
(e.g.,psychotherapy, substance 
abuse counseling) or $25 in 
managed care. 

- All other outpatient (i.e., 
medication mgt, diagnosis, 
substance abuse counseling, 
crisis, somatic treatments)same 
as other visits (20% or $10). 

COMMENT 

These and other 
expansions in the 
benefit package are 
financed by the 
increased cost sharing 
schedule up front. 

5/16/94 
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SERVICES KENNEDY 

Ml/SA (cont.) - 2 new provisions relating to delivery 
systems: 1) specifies that plans may use 
techniques to achieve "quality managed 
care" such as using behavioral managed 
care entities to administer benefits if the 
State has certified them as able to "facilitate 
the provision of clinically appropriate, cost-
effective, and confidential treatment"; 
2) incorporates Ed and Labor section on 
"special delivery requirements for services to 
children". 

DENTAL CARE - same as HSA 

HEARING AIDS - covered for children under 18 years 

INVESTIGATIONAL - same as HSA except specifies that the 
TREATMENTS health plan may choose to cover the 

investigational treatment "based on objective 
protocols applied consistently to all 
enrollees". 

HSA 

poor children only (wrap) 

routine care covered in 
approved research trials 
investigational treatment itself 
may be covered by plan for 
certain life threatening 
conditions 

COMMENT 

Kennedy approach 
may help to address 
variability in plan level 
decisions in this area. 

5/16/94 
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SERVICES KENNEDY 

OTHER PROVISIONS - defines "extra contractual services" to allow 
plans to provide any other item or services 
determined to be appropriate by the plan 
and the individual which are the most "cost 
effective way to provide appropriate 
treatment to the individual" 
- specifies that all plans shall comply with 
regulation or guidelines established by the 
NHB 
- amends the flexibility in delivery clause of 
the HSA by specifying that plan methods 
must be "consistent with standards of quality 
care and so long as the plan complies with 
the provisions of this Act". 
- adds a provision for providers to have a 
"duty to disclose incorrect test results" 
promptly after discovery of the error. 

EXCLUSIONS - same except for hearing aids 

HSA I COMMENT 

This provision 
provides plans the 
flexibility of using 
individual benefit 
management, 
important to families 
with disabilities. 

This appears to be 
rather sweeping 
authority to restrict 
plan flexibility. 

5/16/94 
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Congressional ~ch Service• The Library of Congress• Wasbington, D.C. 20540 

TO 

FROM 

SUBJECT 

Senate Labor mi Human Resources Committee 
Attention: David Nexon. and Macy Beth Fiske 

Michael J. O'Grady 
S~iBlist in Social Legislation 
Education and Public Welfare Divis.ion 

May 16, 1994 

Vaeylng the Benef'1b fn the Heal.th Securfty Act, S. 1757-
Premiwn Effects 

In response to our meeting and subxquenr phone conversations I have prepared tbe 
following memorandum analyting me effect of various beDc.iit dlangcs OJl health insurance 
premiums. 

Ia the first stage of this analysis we used the Health Security Act, s. 1757, as a basis 
for comparing any cha.Oge& in Ehe benefit package. In conjunction with our consulting 
actuaries at Hay/Huggins Co., Inc., we then estim!led the acmaria1 value of the benefus 
ctana:cs spe.cificd in Chairman Kennedy's mark dated May 11. 1994. 

With the estinwes of actuarial va.1ue, I have used the Census Bureau's March 1993 
Current Population Survey (CPS) to model the distn'bution of tba U.S. population1 iDlD d:le 
four types of covcr&ge groups spe.cified in S. 1757: self only, two adults, s.iogle-parem 
families and two-parent families. 

Table 1 details the effect of the be:nefi1 changes on the four premium typeS specified in 
S.1757. The percect1ge change estimates are of the total premium and have been calculated 
for bolh the high and low cost sharing plans. lt is unclear how the premium estimates under 
the combination plan would be effected., but given the hybrid nature of the combil'.lation plan 
we arc comfortable with the assumption that the high and low cost sharing estimates provide 

· · a reasonable range of estimates for the combination plan. No assumptions have been made 
about how people might sort lbemse?ves into the different plans. It is assumed tlW che 
populatioas coveted by the high and Jaw cost muing pl.ans are demographically similar to 
1he population overall. 

1Except those people who primarily rely on Medicare for their hea.lth insurance. 
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P.3 

Table 2 provides some deta.iu of our interpretation of the provlsiom. We ~vc tried to 
put ourselves in the position of an lo.surer determln.lng what benef u:s are a:>vered, ~at whm cost 
sharing. lf in.any of these provisions we.have misinterpreted the Intent please lee~ know. · 

1bcre are a few areas where we are not yet able to mike estimates of lbe effects of 
Chairman Kennedy's mark. Our work on the premium effeas of your changes to the mental 
~th coverage !hould be complcied shortly. 

1be overall effect_ of me bene.flt changes spe.elfledJn table 1 re.due.es premlums between 
1,2 IDd 2.6 per~t~ Keep in mind~ that we have only analyie.d .the change& spedtied in 
table 1 and other mocllficatlons eauld. alter me overall rC3ult eomlderablly. 

' 

The methodology and wumptlOns uaderly!Dg tbe e.stlmares have beeJ1 eoordlnared wlth 
lhc BudJet Analysis Division of the Congressional Budget Office to euuro that they are 
consistent with cstima%cs you may re.eeive from them later .. 

If you have any q~tfons or we can be of furtb« a.saistanee, 1canberea;hedat7-7347. 
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i.w ltftl Hl&fa•d Lew cad }lcfa eed Lawn.a lllgf&•d .... DllC Jll&h e.tC 

~ ....... ..... ......... ...... ..... ....... ..... 
N) lovelltiptienal Crnlmen.b-
di..lcretion of plan 0.0'.4 0.0% OJ)% 0.0"!. 0.0% 0.0% 0.0% O.Oo/e 

0) Extracomutual items and aerviee1 0.0-A 0.0% 0.0% 0.0"/e 0.0% 0.0% 0.0-At O.Oo/• 

P) Hospitat dodu.otl'bfe o( S2SO-
low coll ehariog plm -1.6% 0.0% -l.6% 0.0% -1.S% 0.0-A -l.S% O.ct--4 

Q) Drua c-optyment of SIO-
low cost lhuins plan -2.0% 0.0% -2.0% O.OC'AI -1.9-Ai 0.0% -1.9% O.~A 

R) ladividual max. out-of-poclcr;t 
iacreucd Crom Sl.$00 l• Sl.'()0-
.higfl coac ah4ring pla11 0.0% -4.9-A o.cw. -4.9% 0.0% -4.'rA 0.0% -4.rA 

bsarlDCCI units-in~ 26,933 
(total • l0'1.(Y76) !I 1,,.SO'.) 17,220 11,419 

Population-in Choesaodt" IOS,641 
{!of&l ... 223,621) !11,,j()l 34,S22 31,9~ 

Pe~ clill~n 0.0-~ 0.0-A 60.6% 46.6% 

13xoept thoso people who primuily.111:ly on Medican1 for dloir health in.aurance. 
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provided by major fmurcn. the Office of Personael Management end the Natioe Medical ExpcndiNre1 Survey, Iruunnco units 1111d populalioo datAt 
«level~ using the Cemua 8ureau'lll March 1993 CurRDt Pcpnlation Survey. 
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TAJILB2. Modific:atlom to the Health Secant)' Act 

Benelk Pro--" "R.w.fiit nuu.ra 

A. Bphyced Cbildraa'1 Pre'YellliVe Setv.ices Modi&aliOQB lo S. l 7S7 that eiJbR increase or decreuc 
1. Telta ch8 ioc:idem:;e of cliail:lll ~tin &elVic:es, - , . 
2. CliDicillll 'riaibl under qe 20 

D. Hariq Aic£. md ~ HeariQs Iaenelit ldda:l ID S. 1757 for chiJdrm w)I) kYa failed a 
lure lllllall for Childrm =doc' 11 heaiq ~. oripal11 covwad bys. 17S7. 

c. ltlbabillwiOD. SeMca BU:Dlicm S. 1757 bcoe&a cW:ified iDd.ude CQ'VU'1&e for outpaimt 
~ lhenpy, .ad •lldioloo liotYicm for 
"''tpshm' ~ ~ sm:vic-. 

Established a mziD'm 1 PC• Of pC9VBll2ioa. program ID 
mcbide iae fallawina &eMcas: 

1. P.t.bab J:ahh profealb:lal ID piovido initial 
evaluatiao. & periodic ~ of me paEieDi. 

2. :Rehab health profculoml 10 dcslzn a 
maiO!PmnM or prevmzi.ma ptopam approprialD 
for IH paJieDl. 

3. Instruct patimt mcl ftmily momben an bow 
propm is IO 'be implemmted. 

4. P~ ntBYaluaticm (m addillan ta a 
nevaluation a1 the end of each 60 da) period). 

The p1a.D. will aot deay coveraae for au.tpa•imt 
oa:upatiaml thenpy. Ol.ltpatimt physic.al bnpy, 
c:iutparient respiraun)' tllenpy 8Dd outparieDt apeeeh 
~ pa1hology M"Jioea aod audloJou lllrYicea • a . mWt of. disorde.: ot otbar .baltb mn1til:itxl (S. 1757 
0D11 pravidel cowrap if CCDdiiioa 11 a ruull of ID 

- illDesa ar iiijuiy. 

D. Homo Btlllh Cate and BJ.!eDded C&ra P~ E.xlalda &be~ dllUlie wder- s. 1757 m iDdude 
Exbmliana a:iadilicG Ill.al did DCC n:sul' mma a 11lDe&a or ~wy. 

Also a.cenda ~ amwa1 zzumber' of viails iD Ear if &be 
aare ii fO\IDd co be a •=--effective alt&alad.ve to 
nec:eary i.cpld111t JaosplWiD.tica•. 

E. 'Pnhmord Mammopms Aupi=ta tbe b«wfit uGder S. 1757 for: 

Ap 50-64 to oavec mammoarum aaaaally nlher 
~ bia:zmuall;y. 
For 4<M9 ID c:ovw a111a1111~ bilZlll\llJl7. 

F. 'Bnhma Pap samn Bae& added to S. 1757 W WV« pap IDl1I aaoua117 
Wlla&s ~vid\W Im J 1'*11 ofDDPdve J11P llDDlrl aod 
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Modelling specs for MBB2 

Benefit package/premiums 5% below CBO's HSA, plus adverse 
selection "tax" of: 

1996-98 8% 
1999 (year 4) 6% 
2000 (year 5) 5% 
2001 (year 6) 0% 

Premium caps same as USA, in principle, but will be 
impossible to get same effectiveness 
without universal coverage, since more $ 
will be outside premiums for a while. 
Will supply percents and growth rates 
through time separately. 

Before universal coverage (year 5), age maximum ratio 2:1. Use AHCPR breaks 
rating devised for L&HR/Finance. 

6 month pre-existing condition waiting reduces adverse selection, but 
period if previously uninsured, until insignificantly (ignore). 
universal coverage 

Uncompensated care pool for interim Financed through community rate, 
period should have no net effect on premium vs. 

CBO's HSA if premium caps in place 
and net average provider prices can be 
assumed to adjust appropriately each 
year as well, EXCEPT for utilization 
increase due to claims-based 
reimbursement for high risk cases. 
Need to add x% to premium for this. 

General Individual Mandate after 5 years Bulk of uninsured will get coverage in 
(nonworkers, part-timers, self-employed) year 6. 

Medicaid cash capitated as in HSA from year 1 in all 
states 

Medicaid non-cash capitated until individual mandate, 
covered from year 1 in all states 



Firms with 100+ 

Firms with 25-99 

Firms with 1-24 

Firm subsidy schedule for firms that do 
offer: 

Payroll assessments: 

employer mandate triggered if 85% of 
families in these firms who are currently 
uninsured are not covered after three 
years, individual mandate for these 
families triggered at the same time. In 
interim, all who purchase coverage get 
regular subsidies. Assume that if a firm 
covers, it pays at least 80%-type 
obligation (moe assumptions apply). 

employer mandate triggered if 80% of 
families in these firms who are currently 
uninsured are not covered after four 
years, individual mandate for these 
families triggered at the same time. In 
interim, all who purchase coverage get 
regular subsidies. Assume that if a firm 
covers, it pays at least 80%-type 
obligation (moe assumptions apply). 

employer mandate triggered if 75% of 
families in these firms who are currently 
uninsured are not covered after five 
years, individual mandate for these 
families triggered at the same time. In 
interim, all who purchase coverage get 
regular subsidies. Assume that if a firm 
covers, it pays at least 80%-type 
obligation (moe assumptions apply). 

2.8-12% individual wage caps, depending 
on firm size and average wage of firm; 

firms with ~ 10 that don't offer pay 1 % 
of payroll; 

firms with ~ 11 that don't offer pay 2% 
of payroll. 

firms with ~ 1000 pay ??? (hard to levy 
with no mandate) 

2 



Household subsidies: HSA on 20% share; 

HSA schedule for non-full time workers 
for 80% share, counting wage and self­
employed income; 

MAYBE: overlay 4-6% income 
protection for workers in exempt firms; 

3 
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I. Financial highlights 

a Premium higher during interim transition to universal coverage, because: 

Medicaid larger percentage of community rating pool 

adverse selection until mandates complete 

a Number of premium subsidy recipients is smaller during interim transition 
to universal coverage, until mandates complete universal coverage. 

a Medicaid savings phased-in quicker, but given higher premiums, may 
require higher payments per capita than in HSA. 

a Number of uninsured determined by: 

II. Risks 

a Medicaid "in" before universal coverage may increase pressure for self­
insurance to avoid higher community rate. 

a May be impossible to sustain 1000+ assessment until year 4. Most 
financing packages need this money. 

a Uninsured problems could increase during interim. 



lJtLj HUjJ .111.S ~ 
~ 

Wha-r • 
tf 

W t-ia t- If 
fJ r 

I ' . 

p ( ( ~ (.I' If f / 0 t'J 

I '1,,J: 

J.. l'J, "1 -: 

w y,a f If 

t · 1 . 

-7 k((p 1'1 VVIJ'?v/ (O$f £hti.,,1VJ) 

~4b~1~ 

2. 0 -7 z.'ryf) 

to --'> 2.5 <iVld 

J..5fJtJ /3f/dO 

"/)/14 ~J 
p F.S = 'ifJ'1• 

l1 

I./ M 0 -:: A .ft$Ylt I ~ 

/:' ~ ~ '" ,,,, 
l/M~ = 4 II. 

Hf1o fr; 

'J..5 "111 f tJ,., 

II 

tl i1 ti 

fl 

' 2J 5 t>O I 3 () () 0 
7 1 '7· 

A1,,,,,11t 
jfJpf} 7 i 7, 

I 

i5 () ~VJ d J; IJp .... 6 '1() 
~ 

, , I I II - 5 tj'~ -

-

45~ ~()'?fl 

/.IP:'f-Ory, 

Dev11-a I 
•· W"itH IF p uf poor' /,(,uiJ lVI tvtcd/ca;d \A/Yap 

f 0 r' 
4dt>f 1.. P7 u 

cle '7 ~/ 4.-"IJ of rPf7 cllnffi/ fvr- /btdJ 7 

450 I v<ay dtdutf1blr \ 
, • . / v./h10J 

a A·VYJ 1 is ; r;,,, clt d,,, e- h b I e s-a ve-f 
Mo Yt' 7 

I 

ifo rJ, 

-·1(,i [l,C 0 4,-f ye,,-(1 v I ~ -

1
drl'ltul1 /?'/tf!ru/ 1 prcvtfJ/Nt, 

t,y_f{ ha td (CJY( hof"YJ { 
I 

hrtt/H1 1 l'thCtb dl'l'Je, 
I 

R__ Cl·(~ d f d w l-h & I l .... 

~z, t:to· 3
1
000 



SENT BY:Xerox Telecopier 7021 ; 5- 5-94 ;10:21AM ; 
94562878;# , 

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
OFFICE OF THE ASSISTANT SECRETARY FOR LEGISLATION 

HEALTH LEGISLATION 
WASHINGTON, D.C. 20201 

PHONE: (202) 690-7450 

TO: 

~~. 
NAME:-----------

OFFICE:-----------

ROOM NO.:------------

PTIONE N0.:_'-(_~_-_2-s-__ 1_J __ _ 
4~ -,;2_~7Y' FAX N0.: _____ 

7
....,._ ____ _ 

TOTAL PAGES ~ 
(INCLUDING COVER): 

FAX: (202) 690-8425 

FROM: 

NAME:-~ ____ f_ ... ----

OFFICE-· ---------

ROOM NO.:---------

·, PHONE NO.: lo '7 0-- /Cf~() 
(o CJ o ... '?4' LS--

~ 

000000000 
~=~---t;~~ 

DOOOODOOO DOCOOCCOO 
t 

REMARKS: 

... • " • - • • 'a ' • - • • • • - • • • ' • •• • , - •• 



SENT BY:xerox Telecopier 7021 5- 5-94 ;10:22AM 94562878;# 2 

DBAIT Talking Pointe - Guaranteed Benefits 

Q. Why must there be a standardized benefits packaqe? 

• A standard benefit package prevents insurance companies 
trom using benefit design to select qood risks. For 
example, a package that fails to cover cancer would not 
be attractive to persona with that disease. 

• Risk adjustment is more difficult without a 
standardized policy as it must rely on actuarial 
equivalence of benetits to compare risk. 

• A standard benefit package permits people to evaluate 
health plan difterences (such as price} comparing 
11 apples to apples" without the confusing fine print 
that clarifies what the policy covers. 

Q. Instead of Congress legislating a benefits packaqe, why 
can't a Board determine one later (like Chafee)7 

• For purposes of fiscal responsibi~ity, as well as 
acoring, Congress must know the cost of the health 
reform plan they enact. The specitics ot the benefits 
package is key to deriving premium estimates on which 
all other cost estimates are based. 

• It also is incumbent upon Congress to know the cost of 
the health reform plan that individuals (like the 
Chafee bill) and/or employers are required to purchase. 

• In addition, the health care provider and insurance 
industries will need to make projections for capit~l 
investments that require knowledge of what services 
will be called tor under the reformed system. 

• Politically, voters will insist on knowinq what health 
reform promises in the way of coveraqe so they can 
evaluate this promise with their current coverage. 
They are not interested in a "pig in a poke." 

g. Why must the standard package be comprehensive? Why insist 
on a cadillac plan? 

* Comprehensive does not mean oadillac. CBO has 
confirmed that the Health Security Act provides for 
average coverage. Its quaranteed benefits are 
equivalent to the median plan offered by larqe 
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companies. 

• The distribution of existing plans is a tight one -­
there is not that much di!tarence from top to bottom. 
Moat plans cover the services -- hospital, outpatient 
care, mental health, prescription druqs -- provided 
under the HSA. Unlike cadillac plans, the HSA does nQ.t 
include adult dental, privata duty nursing, or first 
dollar coverage. 

• What makes the HSA sliqhtly (St) above the median is 
its comprehensive coverage for prevention. Especially 
for pregnant women and children, such coverage is 
critically important. 

Q. Why can't the standard package be a catastrophic plan? 

* A catastrophic plan (one that covers health services 
attar a larqe deductible, such as $1,000 or $2,000) 
effectively requires families to pay out of pocket for 
th• entire cost of preventive and primary care 
services. This creates perverse financial incentives 
that will encourage people to delay care until 
preventable health problems become serious. 

* For the poor and lower middle class, a catastrophic 
policy is the same as being uninsured. 

• A bare bones-type policy leaves in place a significant 
amount of uncompensated care. Th• resulting cost 
shiftinq for that care will make it more difficult to 
control costs. 

Q. Why can't there be two standard packages, including a 
comprehensive plan and a catastrophic plan, like in the 
Chafee bill? 

* Adverse selection would be a serious problem. Healthy 
individuals would tend to choose the catastrophic 
coveraqe, waiting until they are aick to switch to the 
more comprehensive plan. If the sick are concentrated 
in the comprehensive plan its premium will rise, making 
it more unaffordable. This tierinq of sic~ and healthy 
into different plans will exacerbate the premium 
difference, producing a spiral of more tiering and 
forcing the premium for ccmprehenelve coveraqe up 
higher. 

• This would also create a two-tiered system. The 
wealthy may be able to afford the.good benefit packaqQ, 
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while the middle class and poor may be forced to 
purchase only catastrophic coveraqe with high out-of­
pocket costs. 

Q. What's wrong with a Nickles-like approach (catastrophic 
coverage plus a medisave account)? 

• The presence of a medisave account would not eliminate 
the perverse financial incentives under a catastrophic 
plan that encouraqe people to avoid preventive and 
primary care. People would still need to choose 
between puttinq their extra dollar in a medisave 
account or using it for rent, etc. 

* The poor and middle class are not·likely to be able to 
create and maintain larqe (eg, $1000-2000 per parson) 
savings accounts exclusively for health care. 

• Employera are no more likely to voluntarily contribute 
toward medisave accounts than they are toward health 
plan premiums. 

Q. Why can't the uninsured -- or all people -- simply join the 
FEHBP? 

• In essence, the HSA provides all Americans with a 
FEHBP-like proqram for health insurance coverage and 
choice. However usinq the FEHBP, itself, for all 
Americans could be problematic for a few reasons: 

* FEHBP does not now have a standard benefit package. As 
a result, there is a problem with adverse selection. 
People who anticipate beinq healthy tend to select the 
plans with less generous coveraqe (like the Mail 
Handlers plan) while people who are sick or anticipate 
upcominq health expenses tend to select more generous 
plans (like Blue Cross hiqh option) at opQn season. 
Thia selection problem skews premium rates as health 
plans are priced according to the average health 
expenses of their own enrollees. 

* FEHBP also is a nationally rated program -- at least 
for fee-for-service plans. Local health plans could 
have problems competinq in such a system dependinq on 
how local health costs compare to national averaqe 
costs. In hiqh coat areas (like New York) local plans 
would be unable to compete against plans rated on 
average national health costs. 
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COMPREHENSIVE BENEFIT PACKAGE 

Issue 

Hospital Services: specifically exclude rehab. hospitals from definition of hospitals. 

Health Professional Services: on hold til further discussions I review of state issues (Lisa Rovin) 

Ambulatory Medical and Surgical Services: this language does not appear to cover what it was 
intended to - modifications required. 

Clinical Preventive Services: 
• insert language to clarify that the NHB will determine a cost sharing schedule to apply to 

POS clinical preventive services and that cost sharing incurred from all POS services 
including preventive services does not contribute to the OOP maximum. To do this will also 
require specific language giving the NHB authority to change cost sharing for POS services. 

0 edit on page 94 - modify (b) to "~oosult with ex~erts in clinical 12[eveative services foe 
children and adults". 

• change provisions related to sexually transmitted diseases to allow for screening of males: 
i.e. add "~nnual sc[eeniag for gersoas at risk of sex!.!~llJ! tran~rnitted diseases" 

• add to page 40 for children under 3: "newborn screening for genetic and metabolic 
disorders" - cost estimate 

• family planning inclusion - cost estimate 

Type of 
flX 

technical 

policy 

technical 

policy 

technical 

policy/cost 

policy/cost 

Simpson/OASH 
4/13194 

TECHNIC.FIX 
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Issue 

Mental Illness and Substance Abuse: 
• correct language to include "Qr ~ determinatiQ[! of oot guilty by reason of iosanity" 
• NHS language to be modified to allow authority to define visit differently . on all pages where it appears change "criteria which the plan may choose to employ" to 

"bs.1~gd QD reasonabl~ standards of medical gra~tice" 
• Sec. 1115(e)(2){A): change "HEAL TH PROFESSIONAL SERVICES" to "HEAL TH 

EBOFESSIONA!.. AND t!EAl..Il::I FACILITY SERVICES" and on line 16, after 1112(c)(2) 
add: ", or wbeo grQ~ided by a bealth facilit~ lbat is l~gally auth2rized IQ grQvide tbe servi~s 
in the state in which they are provided" . after "subclause (II)," insert "prior to January 1. 2001" . insert on lines 16 and 22 at start of paragraph: "prior to January 1, 2001. " . in cost sharing table, row on lNR where low cost sharing has $25 per visit, insert '.:Y.n.til 
January 1, 2001. and $10 per visit thereafter'' and in column on higher cost sharing, insert 
"until Janua~ 1, 2001, and 20% thereafter" 

Drugs: . formularies - language adequate, will incorporate specific intent to allow plans to use 
formularies in report language; 

• medical foods - intend to cover very specific ones like PKU foods, but not Ensure (Lisa 
Simpson checking on scope and cost) - see attached proposed language; 

• Medical devices - bill silent - do we want to be explicit? 

Outpatient Rehabilitation Services: see attached draft language 

Durable Medical Equipment: include Bobbie Silver-Stein language (attached); also ensure that 
report language/legislative history speaks to the fact that DME is intended to be used in either the 
home or office. 

I Type of 

I Fix 

technical 
technical 

policy 
technical 

technical 
technical 
technical 

technical 

policy/cost 

policy/cost 

policy 

policy 

Sirnpson/OASH 
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ISSUE 

Dental: change genetic to congenital 

lnvestigational treatments: see attached W i-1 u f u !? /J u i r i\J D.s .7 

National Health Board: need to amend authority to give Board ability to modify cost sharing on 
POS services so that this cost sharing does not contribute to OOP maximum. 

Exclusions: hearing aids for kids - awaiting cost estimate from ARC, using BC/BS language 

OTHER Plan discretion re: individual benefit management and supplemental insurance exclusions; 

~ Uncovered/unattached children (foster, diversion, children of undocumented parents); 
0 

U) 

~ Prior authorization issues for children (e.g. referral from an IEP, IFSP, child find program for 
evaluation). 
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policy/cost 
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1. Inpatient Hospital Services 

2. Outpatient Hospital 
Services 

3. Rural Health Clinic and 
Federally Qualified Health 
Centers Services 

4. Other Laboratory and X· 
ray Services 

5. Skilled Nursing Facility 
Services 

6. Periodic Health Exams 

7. Vision Exams and 
Eyeglasses 

a. Hearing Exams and 
Hearing Aids 

9. Dental Exams and 
Complete Dental Care 

10. Immunizations 

11. Health Education 

12. Family Planning 
Services: 

P.2 

Yes, §1111 

Yes, §1111 

No. Setvices of clinic physicians would be covered. Services 
of certain professionals employed by center could be covered 
at plan discretion. However, the Act does not provide for 
coverage of any clinics other than emergency and ambulatory 
surgical seNices centers, §1112. FQHCs and RHCs would be 
essential providers but would not be paid for the health 
professional and health supportive services they furnish 
because these may not be a covered benefit. 

Yes, §1121 

Only limited. HSA covers nursing facilities services but only if 
they are extended care services. §1119. Limitations of 
extended care services are (1) the services are covered only 
as an alternative as an inpatient following as an illness or Injury 
and (2) the services covered only for 100 days/year (3) the 
services covered only If furnished by a rehabilitatlon facility or a 
skilled nursing facility. A child could under Medicaid receive 
services at nursing facility furnishing intermediate care up to a 
number of days a child needs. and without a prior 
hospitalization requirement and without regard to whether the 
conditions arises from an illness or a injury. This is an 
extremely important means for paying for special education 
placements in certain states. 

Yes 

Yes but eyeglasses only for children under 18. §1125 

Yes. hearing exams would be part of a preventive visit. §1114 
or would be diagnostic service of a health professional. 
No on hearing aids. 

Yes on preventive services.§ 1126 
No on children over 18. Orthodontics not covered if child over 
age 12. Space maintainers not covered if child over 13. §1126 

Yes 

No, its a discretionary service of the plan and includes only 
classes.§1127 

Yes, but contraceptive devices that are not prescribed are not 
covered. §1116 
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13. Physician Services: 

14. Medical or Remedial Care 
provided by licensed 
practitioners 

15. Home Health Services 

16. Private Duty Nursing 
Services 

17. Clinic Services 

1 B. Physical Therapy 

19. Occupational Therapy 

20. Services with Individuals 
with Speech and Language 
Disorders 

21. Prescribed Drugs 

P.3 

Yes 

No, if children are enrolled in a network-type plan, where the 
vast majority of Medicaid patients will be. The HSA covers 
services of health professionals if the service would be paid for 
if furnished by a physician. This would cover virtually all care. 
But the HSA permits network plans to select the professionals 
they will pay for covered services (except In the case of ECPs). 
There may be certain remedial services that are not services 
that physicians would furnish under state law. Moreover, the 
use of other professionals would be at the plan's optlopn. For 
example, a plan could refuse to pay a psychologist who 
furnishes counseling to a mentally Ill child and require that the 
child receive all counseling from a psychiatrist. This would be 
a severe limitation on the availability of services in school 
settings or in underserved communities. 

Very limited. The Act covers home health services only if (1) 
they are an alternative to hospital treatment, (2) the care is 
needed for an illness or injury, (3) only if upon continuing 
evaluation it is determined that the child needs the service as 
an alternative to hospitalization. §1118. This means that a 
child who needs home health services for community 
functioning purposes but not as an alternative to hospitalization 
for an illness or injury would not be covered. 

No, it is specifically excluded.§ 1141 

See above. Covered only if emergency care center or 
ambulatory surgery center. This means eoneeivably no 
reimbursement other than for the physician's time for both 
generally and special purpose public and priVate nonprofit 
clinics (family planning, loeal health department, Ryan White 
clinlcal services). 

Very limited. Under the HSA, physical therapy is a form of 
outpatient rehabllltatlon service. §1123 The services covered 
only if needed for an illness or injury and only if functional 
ability can be restored. Therefore a child born with a gross 
motor developmental disability would not be covered under the 
HSA, nor would coverage be avallable for a child whose 
functional capacity could not be restored. 

See physical therapy. 

See physical therapy. 

Yes. 
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22. Dentures 

23. Prosthetic Devices 

24. Diagnostic, Screening, 
Preventive, and Rehabilitation 
Services 

25. Intermediate Care Facility 
Services {other than 
institutions for mental 
disease) 

26. Inpatient Psychiatric 
Services 

27. Nurse Midwife Services 

28. Case management 
services 

29. Emergency Hospital 
Services 

P.4 

Appears not to be included at all. §1141 excludes dentures 
except to the extent covered under §1128. §1126 does not 
provide for the coverage of ..dentures. 

Only limited. Under §1124 prosthetic devices are only covered 
if they replace all or part of the function of an internal body 
organ. Under Medicaid, the prosthetic device can be 
prescribed to prevent or correct a physical deformity or 
malfunction, or to support a weak or deformed part of the body. 
Under the HSA, the device can be prescribed only to improve 
functioning or prevent deterioration. Under Medicaid, the 
potential uses are far broader than this. An example would be 
leg braces to prevent the development of a lower limb 
deformity. Under Medicaid, the braces can be prescribed on a 
prophylactic basis. Under the HSA, there would already have 
to be a condition requiring treatment. 

Only certain aspects of these benefits are covered. Screening, 
Diagnosis, and preventive services would be covered as noted 
above. But there are serious limitations on rehab services. In 
the case of inpatient rehab (§1119) the service is covered for 
only 100 days/year. In the case of outpatient rehab, the same 
limits applicable to speech and physical therapy apply. This 
seriously diminishes rehab services for children with 
developmental disabilities. Under Medicaid, these services 
would be paid for on a preventive basis. 

See discussion relating to skilled nursing facilities. 

Very limited compared to Medicaid. Inpatient care is covered 
only for 30 days with a maximum 30 day extension. §1115. 
Many seriously mentally Ill children In special education have 
their coverage paid fer through the inpatient psychiatric 
program under Medicaid. 

At plan discretion. See health professional discussion. 

No. only at plan discretion for mentally ill persons. Otherwise, 
not a benefit package service. May be covered under Title Ill if 
funds are available. This service is commonly used to pay for 
the large amount of clinical soclal work and other supportive 
services for children in the child welfare system or In special 
education. 

Yes 
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30. Home and Community -
based Services 

31. Other Medical or 
Remedial care recognized 
under state law and specified 
by the secretary (skilled 
nursing for children under 21, 
Christian Science Sanitoria, 
Christian Science nurses, and 
transportation) 

P.5 

No. It would be a Title II service but only for severely disabled 
children. 

Except for limited extended care coverage discussed above. 
none cf this is covered as a plan benefit. 

1. EPSDT. benefits include all i terns and services described in 
section 1905(a) plus any additional items and services described 
in 1905 (r) . 


